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Risk Attitude Scale Survey Items    Factor Loadings 
RA1  I usually like “playing it safe” (for instance, “locking in a 
price”) instead of taking risks for market prices for (weaner, 
feader, finished) hogs. 
 RA1  0.92 
RA2  When selling/marketing my hogs, I prefer financial certainty to 
financial uncertainty. 
 RA2  0.86 
RA3  When selling/marketing my hogs, I am willing to take higher 
financial risks in order to realize higher average returns. 
 
 RA3R  0.38 
RA4  I like taking financial risks with my hog farm business.    RA4R  0.59 
RA5  I accept more risk in my hog farm than other hog farmers.    RA5R  0.36 
RA6  With respect to the conduct of business, I dislike risk.    RA6  0.45 
            
Reliability of Measure Original  Items   Standardized  Items
 Cronbach’s  Alpha  0.785    0.780 
Risk attitude items scaled 1 = “strongly disagree” through 9 = “strongly agree.” 
 
• Measurement of Model Fit:









































• Sign & magnitude of age  & e xperienc e in dicate coll inea rity .
–Supports  hypotheses H1, H2, & H3.
• Age, experience makes producers more  comfortable 
managing price ris k wi thout longe r‐term contracts.
• Larger (expanding?) farms wi th more de bt have  a 
constrained capacity  to bear risk, and  hence , con tract to 
ensure stable cas h flows (to servic e debt).
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Bootstrapped SEM Results
Model 1 Model 2 
                                           
 
df = 9, χ
2/df = 516.06, AGFI = -0.61, TLI = -89.79, RMSE = 3.28                          df = 47, χ
2/df = 94.71, AGFI = -0.36, TLI = -35.56, RMSE = 1.40 
 
Model 3          M o d e l   4  
                                     
 
df = 45, χ
2/df = 1.40, AGFI = 0.72, TLI = 0.84, RMSE = 0.09                                                   df = 44, χ
2/df = 1.00, AGFI = 0.80, TLI = 1.00, RMSE = 0.01 
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Objectives
• Explain Risk Attitude & Contracting:
• Contributions:
– Insight on structure of producers’ decision making &            
role of risk attitudes.
Hypotheses
H1. Producers’ age & experience reduce contract use  
indirectly through negative impacts on risk aversion.
H2. Firm size & leverage increase contract use        
indirectly through positive impacts on risk aversion.
H3. Risk aversion is positively related to contract use.  
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